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SUBJ: ALLEGATIONS RE SALE OP AIRCRAFT TO MALAYSIA 

REF: (A) KUALA LUMPUR 0388 (B) STATE 035867 

SUMMARY: MARCH 31 PRIME MINISTER DEPENDED PURCHASE OF 
F-5E'S USING FMS CREDITS IN ANSWER TO WRITTEN QUESTIONS 
IN PARLIAMENT. QUESTIONS WERE BASED ON STORY CARRIED 
PAR EASTERN ECONOMIC REVIEW ALLEGING NORTHROP PAID BRIBES 
TO OBTAIN CONTRACT. CASE NOW RECEIVING WIDE PUBLICITY, 

AND WE CONCERNED THAT WE MAY HAVE MINI-LOCKHEED ON OUR 
HANDS. INITIALLY NORTHROP REPUSED TO SUPPLY INPOR- 
MATION TO GOM INVESTIGATORS RE LARGE COMMISSIONS IT HAD 
ALLEGEDLY PAID LOCAL AGENT BUT WE UNDERSTAND IT HAS NOW 
AGREED TO ANSWER WRITTEN QUESTIONS. WE BELIEVE IT WOULD 
BE A MISTAKE POR NORTHROP TO GIVE LESS THAN FULLEST 
COOPERATION TO GOM INVESTIGATION. END SUMMARY. 

1. ON MARCH 31 PRIME MINISTER HUSSEIN REPLIED TO 

WRITTEN QUESTIONS IN PARLIAMENT REGARDING THE PURCHASE 
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OP 14 F-5E'S AND TWO P-5B'S BY GOM UNDER U.S. POREIGN 
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MILITARY SALES CREDITS. QUESTIONS WERE BASED ON 
JANUARY 16 STORY (REETEL A) IN EAR EASTERN ECONOMIC 
REVIEW (EEER) ALLEGING LARGE COMMISSIONS WERE PAID 
BY NORTHROP TO MALAYSIAN COMPANY SHARIKAT BUMIPUTRA 
WHICH HAS SEVERAL POLITICIANS AND SENIOR CIVIL 
SERVANTS (THERE ARE NO CONELICT OE INTEREST LAWS 
HERE) AMONG ITS STOCKHOLDERS. STORY ALSO ALLEGED 
THAT BRIBES HAD BEEN PAID TO AT LEAST ONE ROYAL 
MALAYSIAN AIR EORCE (RMAE) OEEICER. STORY WAS DATE- 
LINED WASHINGTON AND KUALA LUMPUR AND MUCH OP IT 
APPEARED TO BE BASED ON NEWS LEAKS PROM HEARINGS OF 
SENATE SUBCOMMITTEE ON MULTINATIONAL CORPORATIONS. 

2. GOVERNMENT-INPLUENCED NEW STRAITS TIMES (NST) 

REPORTED THAT IN REPLY TO QUESTION WHY GOM HAD BOUGHT 
P-5'S, PRIME MIN DEPENDED PURCHASE SAYING GOVERNMENT 
MADE DECISION IN 1971-72 TO BUY JET PIGHTERS TO 
REPLACE AUSTRALIAN-BUILT SABRES (P-86'S); F-5E 

CHOSEN AFTER STUDIES OP VARIOUS AIRCRAPT BECAUSE OP 
ITS OPERATIONAL CAPABILITIES, AND LOW CAPITAL AND 
MAINTENANCE COSTS; LOGISTICS SUPPORT CONSIDERATIONS 
ALSO TAKEN INTO ACCOUNT; ALL PURCHASES BY THE ARMED 
PORCES MADE STRICTLY IN ACCORDANCE WITH TREASURY 
INSTRUCTIONS AND CIRCULARS. HE SAID THAT $39.24 MILLION 
CONTRACT POR 16 AIRCRAFT, SPARE PARTS AND AUXILIARY 
GROUND EQUIPMENT HAD BEEN SIGNED DIRECTLY WITH USG ON 
JUNE 30, 1972. (NOTE: OUR INFORMATION IS THAT THE 
AGREEMENT WAS POR US$42 MILLION, INCLUDING TRANSPORTA- 
TION.) 

3. NST ALSO REPORTED ANSWERS GIVEN BY DEPUTY DEPENSE 
MINISTER MOKHTAR HASHIM TO SUPPLEMENTARY QUESTIONS. 
ASKED WHETHER GOM HAD CONTACTED CHURCH SUBCOMMITTEE 
POR INPORMATION REGARDING PEER ALLEGATIONS, MOKHTAR 
SAID GOM WOULD USE ALL MEANS AT ITS DISPOSAL TO 
INVESTIGATE ALLEGED PAYOFPS. IN RESPONSE TO ANOTHER 
QUESTION, MOKHTAR SAID HE WAS UNABLE TO DISCLOSE RESULTS 
OP THE INVESTIGATION BECAUSE IT WAS STILL UNDERWAY. 

HE DENIED THAT SALE "WENT THROUGH COMPANY CALLED 
SHARIKAT BUMIPUTRA." WHEN ASKED POR NAMES OP DIRECTORS 
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OP SHARIKAT BUMIPUTRA AND INPORMATION ABOUT THEIR 
POLITICAL AND GOVERNMENTAL CONNECTIONS, SPEAKER OF 
PARLIAMENT REFUSED ALLOW QUESTIONS ON GROUNDS INPOR- 
MATION ALREADY PUBLICLY AVAILABLE FROM REGISTRAR OP 
COMPANIES. 

4. SAME DAY MPA UNDER SECRETARY (POLITICAL) KHOR ENG HEP 
WARNED DCM THAT P-5 ISSUE WAS JUST ABOUT TO BE DISCUSSED IN 
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PARLIAMENT. HE SAID THERE WAS SOME SENSITIVITY IN HIS 
MINSTRY TO QUESTION BECAUSE DEPUTY SECRETARY GENERAL 
(ECONOMIC) ZAINAL ABIDIN, EORMERLY AMBASSADOR IN 
MANILA, WAS SHAREHOLDER IN SHARIKAT BUMIPUTRA. 

5. AS BACKGROUND TO ABOVE, TWO WEEKS AGO LOCAL NOTHROP 
REPRESENTATIVE TOLD US HE HAD BEEN APPROACHED BY GOM 
INVESTIGATORS ASKING EOR INEORMATION ABOUT COMMISSIONS 
PAID BY NORTHROP TO SHARIKAT BUMIPUTRA. NORTHROP REP 
SAID HE HAD BEEN AUTHORIZED BY HOME OEFICE TO TELL 
INVESTIGATORS THAT COMPANY HAD NO KNOWLEDGE OE PAYMENTS 
TO ANY GOM OFEICIALS. COMPANY INITIALLY REFUSED TO 

GIVE INEORMATION CONCERNING COMMISSIONS ON GROUNDS 
INEORMATION "CONSIDERED CONEIDENTIAL", BUT WE UNDER- 
STAND IS NOW PREPARED TO ANSWER WRITTEN REQUESTS EOR 
INEORMATION. 

6. AS DEPARTMENT AWARE (REETEL B), MINDEE HAS ASKED 
US EOR COPIES OF CHURCH SUBCOMMITTEE REPORTS BUT 
AETER CHECKING WITH YOU WE HAVE REPLIED THAT TRAN- 
SCRIPTS OP HEARING NOT YET PUBLISHED. 

7. IN RESPONSE TO INQUIRY FROM ASSOCIATED PRESS REP, WE 
HAVE ACKNOWLEDGED THAT GOM HAS ASKED US EOR HEARING 
REPORTS WHICH WE HAVE NOT BEEN ABLE TO SUPPLY AND GAVE 
AP MAN CERTAIN AMOUNT OP BACKGROUND REGARDING WAY 
IN WHICH PMS CALES ARE HANDLED. 

8. COMMENT: WE MAY HAVE MINI-LOCKHEED ON OUR HANDS. 
NORTHROP REP CLAIMS NO BRIBERY INVOLVED AND WE HAVE 
NO REASON TO DOUBT HIS WORD. ON OTHER HAND, 

NORTHROP'S INITIAL ACTION IN REPUSING TO SUPPLY INPOR- 
MATION ABOUT AMOUNT OP COMMISSIONS PAID TO LOCAL 
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COMPANY CERTAINLY RAISED SUSPICIONS ABOUT THE PROPRIETY 
OP ITS ACTIONS. REAL QUESTION, IP GOM DECIDED TO 
PURSUE IT, IS HOW MUCH MONEY PAID TO LOCAL AGENTS, 

WHAT AGENTS DID TO EARN THAT MONEY, AND HOW WAS 
MONEY USED. PEER ALLEGES THAT NORTHROP DIRECTLY AND 
INDIRECTLY PAID SHARIKAT BUMIPUTRA SME US $600,000. 

9. DESPITE POTENTIAL EMBARRASSMENT EOR NORTHROP AND 
WORSE THAN EMBARRASSMENT FOR ITS LOCAL AGENT, WE 
RELIEVE IT WOULD BE A MISTAKE EOR COMPANY GO GIVE 
LESS OR APPEAR TO GIVE LESS THAN FULLEST COOPERATION 
TO LEGITIMATE INVESTIGATORS. FURTHERMORE, USG REPU- 
TATION TANGENTIALLY INVOLVED AS NORTHROP HAS MADE 
POINT USG APPROVED AMOUNTS OP COMMISSIONS IN PMS 
CONTRACT. 
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